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SUBJECT: FTB Permt Tthe Director of the Department or Social Services to |Inspect
Returns of G oup Hone Licensees

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY.

DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASAMENDED May 3, 2000, STILL APPLIES.
OTHER - See comments below.

SUMWARY CF BI LL

This bill, as it affects the departnent, would require the Franchi se Tax Board
(FTB) to permt the Director of Social Services (DSS) to inspect the income tax
returns of a group honme |icensee where DSS has determ ned there is reasonabl e
suspicion that the |icensee has commtted fraud that could be validated by
specific and identified tax information

This analysis will not address the bills other changes regardi ng group hone
provi ders as these other changes do not inpact the departnent.

SUMVARY OF AMENDMENTS

The July 6, 2000, amendnents nade changes relating to DSS and the reporting of
fraud to the Departnent of Justice rather than the Ofice of the Attorney CGenera
(AG. These changes woul d not inpact the departnent.

Except for the board’ s position, the departnment’s analysis of the bill as anmended
May 3, 2000, still applies. The inplenentation considerations have been incl uded
bel ow for conveni ence.

| npl enent ati on Consi derati ons

The bill would require the departnment to devel op a new type of notice.
Since DSS coul d request different information for each group hone, the
noti ce would have to be tailored for the specific information provided.
However, assum ng the nunber of requests by DSS woul d not be |arge, the
i mpact of providing this information and sending notices to group hone
i censees is not expected to be significant.
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The bill contenplates referral of allegations of fraud by group hone
providers to a unit within the Ofice of the AGfor further investigation
and prosecution. The bill does not authorize disclosure of tax return
information to the AGin connection wth referral and investigati ons of
fraud as contenplated by the bill. The disclosure of tax return information
fromDSS to the Ofice of the AGwuld be a violation of the state’s

exi sting disclosure |aws.

The bill would permt DSS to inspect the incone tax returns of a group hone
i censee where it has been determ ned, based on reasonabl e suspicion, that a
group hone |icensee has committed fraud. “Reasonable suspicion” is not
defined. Many crimnal investigations require a showi ng of “probabl e cause”
that a crinme has been commtted. It is not clear how “reasonabl e suspicion”
under the bill differs from*“probabl e cause.”

PCSI TI ON

No position.

At its July 5, 2000, neeting, the Franchise Tax Board agreed to take no position

on thi

s bill.



